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GATT in Action 


In his third report on the operation of the General 
Agreement on Tariffs and Trade, the Executive-Secretary 
of the Interim Commission for the International Trade 
Organization states that the achievement so far of the 
General Agreement in the field of trade must be con- 
sidered modest. Though further large-scale negotiations 
for tariff revision seem unlikely in the next year or two, 
the results of the Torquay conference of April 1951 re- 
main as a solid achievement. The “rebinding” of the 
Geneva and Annecy concessions, when added to the new 
concessions negotiated at Torquay, stabilizes more than 
55,000 tariff rates, covering a very large part of world 
trade, until 1954, 

In several ways the Agreement has broken new ground 
in international relations. It has brought about a far 
greater stability in customs tariffs than resulted from 
unilateral and bilateral action. Another important step 
is the general acceptance of the unconditional most- 
favored-nation principle. The multilateral procedure of 
tariff negotiations has the advantage of enabling countries 
to assess the value of the concessions granted by other 
countries over and above the direct concessions negoti- 
ated. The tendency now is to strike a balance, not be- 
tween direct concessions but between the aggregate of 
direct and indirect benefits; this enables negotiating 
countries to go further in the way of tariff reduction 
than would otherwise be possible. 

Extensive use has also been made of the opportunities 
provided for adherents to GATT to hear complaints and 
differences of view or interpretation. On _ all 
matters affecting the operation of GATT, contracting 
parties are required to afford opportunities for consulta- 
tion; no doubt many differences are settled through dip- 
lomatic channels without formal use being made of the 
GATT machinery. 

The report lists ten issues of substantial importance 
on which consultations have been carried beyond the 


preliminary stage of direct negotiation between the 
parties concerned. Some of these disputes are not yet 
settled, but in their treatment of differences the Con- 
tracting Parties are building up a body of case law 
which will serve in the continuing administration and 
interpretation of the Agreement. 


A slowly growing recognition is reported of the fact that 
national interests are better served by maintaining law 
and order in the international trading community than 
by hard bargaining on a bilateral basis. In a spirit of 
solidarity, the stronger members of the GATT “club” 
have agreed that in some circumstances the weaker mem- 
bers may be allowed to use certain protective devices 
which they have foresworn for themselves. This ap- 
proach is ahead of official and popular opinion in many 
countries, and can become a permanent feature of inter- 
national life if governments use the derogations granted 
in their favor with due restraint and if informed opinion 
gives full support. 


In the treatment of restrictions on trade and payments, 
1952 is a significant year both for the Contracting 
Parties and for the International Monetary Fund. As 
of 1952, the Fund is required to undertake consultations 
annually with member countries that retain restrictions 
on payments and transfers for current international 
transactions under the transitional arrangements in the 
Fund’s Articles of Agreement. These consultations are 
closely related to those on the continuance of discrimina- 


tion in the application of trade restrictions which are to 


be undertaken by the Contracting Parties with individual 
contracting parties that are members of the Fund. There- 
fore, in 1952 there will be a comprehensive review of 
the need for exchange restrictions and for the discrimi- 
natory application of restrictions on trade. 


Source: Interim Commission for ITO, GATT in Action, 
Geneva, Switzerland, January 1952. 


IBRD Loan to Southern Rhodesia 


The International Bank for Reconstruction and Devel- 
opment on February 27 made a loan of US$28 million 
to Southern Rhodesia. The loan will aid in carrying out 
Southern Rhodesia’s four-year development plan by 
financing the import of equipment needed for the expan- 
sion of electric power production and distribution. 
Southern Rhodesia, a “self-governing colony” within the 
British Commonwealth of Nations, has access to the 
Bank’s resources by virtue of the membership of the 
United Kingdom; consequently, the loan carries the 





guarantee of the United aingeem. The loan is for 25 
years, with interest of 434 per cent per annum, including 
the 1 per cent commission which, in accordance with 
the Bank’s Articles of Agreement, is allocated to a special 
reserve. Amortization payments will begin on November 
1, 1956. 

The current development plan of the Southern Rhode- 
sian Government covers the period to March 31, 1955, 
and it envisages public investment equivalent to about 
US$280 million. Private investment related to the pro- 
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gram is expected to be of comparable size. Most of the 
public investment is to be in such basic services as 
transportation, electricity, communications, and water 
supply; the remainder will be for housing and public 
buildings, social services, and agricultural and industrial 
development. Railways and electric power development 
will receive the largest amounts, since expansion in these 
services is vitally important in maintaining the country’s 
rate of growth. The plan will be financed for the most 
part by funds from the United Kingdom and from South- 
ern Rhodesia’s own resources, but there remains a gap 
to be covered by other means. In addition to the Bank 
loan for electric power expansion, a loan for railway 
improvements has been received from ECA. 

During the past few years, there has been an unprece- 
dented expansion in Southern Rhodesia in the output of 
agriculture, mining, and industry. For instance, between 
1946 and 1951, the annual production of chrome ore 
increased from 167,000 to 400,000 tons; tobacco output 
rose from 47 million to 90 million pounds; cotton, from 
1 million to 5.7 million pounds; asbestos, from 56,000 
to 80,000 tons; coal, from 1.8 million to 2.3 million 
tons; and the number of manufacturing establishments 
increased from 435 to more than 800. In order to meet 
the added requirements of further development, electric 
generating capacity will need to be increased by 1955 to 
416,000 kilowatt hours, more than double the present 
capacity. 

The program for the three-year period ending March 


Europe 
U.K. Finances 

In the current financial year, total U.K. budgetary 
expenditure above the line is estimated to be in the region 
of £4,100 million and, since a rough projection from 
the 1950-51 figure adjusted for recent trends indicates 
an above-line revenue of some £4,400 million (the orig- 
inal estimate was £4,236 million), the prospective sur- 
plus is around £300 million. 

For 1952-53 it is estimated that total budgetary ex- 
penditure above the line will be £4,300 million. As a 
result of the first full year’s yield of last year’s tax 
changes, revenue in 1952-53 should be increased by £80 
million from the figure of £4,400 million estimated for 
the present year. More important still will be the buoy- 
ancy of revenue from existing taxes, and it can be seen 
that this factor need account for only £120 million if 
the surplus is to be kept at £300 million. In fact, revenue 
is likely to be better than that. Despite the superficially 
reassuring appearance of the budget accounts, however, 
the Chancellor will not secure a sufficient disinflation to 
meet this year’s emergency unless the surplus is larger 
than is likely on the basis of existing subsidies and tax- 
ation. 

The original estimate of the cost of the rearmament 


1955 includes the installation of about 230,000 kilo- 
watts of new thermal generating capacity, the erection 
of some 2,000 miles of transmission lines, and the instal- 
lation of distribution equipment. The total cost of these 
items is equivalent to about US$52 million, of which 
local costs are equivalent to $12 million. The Bank loan, 
which will be used to import needed equipment and 
materials, will provide $28 million of the total cost; the 
remainder will be met by Southern Rhodesia from its 
own resources. By far the greater part of the equipment 
to be bought abroad will come from the United King- 
dom; other suppliers will be the Union of South Africa 
and, to a limited extent, the United States. 

The Bank will disburse dollars for purchases in the 
United Kingdom. These dollars will help compensate 
the United Kingdom for the drain on its resources 
occasioned by its large-scale provision of capital—public 
and private—toward Southern Rhodesia’s development 
program. Thus far £20 million has been raised in the 
United Kingdom toward the total $280 million develop- 
ment program, and rather less than half of the total cost 
is expected eventually to come from the United Kingdom. 
The program will absorb exports which would have 
earned foreign exchange elsewhere for the United King- 
dom. 

Source: International Bank for Reconstruction and 
Development, Press Release, Washington, D. C., 
February 27, 1952. 


program for 1952-53 was about £1,500 million net at 
1950 prices, out of a total of £4,700 million for the three- 
year period 1951-54. By the autumn of last year, how- 
ever, it was clear that production difficulties would slow 
down the completion of the program, and the estimate 
of net expenditure in 1952-53 at current prices has now 
been put at £1,462 million (£1,377 million after allowing 
for part of the sterling equivalent of the $300 million 
of U. S. economic aid), against an estimated £1,132 
million to be spent in 1951-52. In the program for the 
coming year, aircraft will account for over 20 per cent 
of the production—which in total amounts to just over 
£650 million—and tanks and other vehicles for a further 
20 per cent. Ammunition and general stores will take 
up one quarter of the total. 
Sources: The Economist, March 1, 1952, and Records 
and Statistics, Supplement to The Economist, 
March 1, 1952, London, England. 


French Budget 

The March 1 deadline for the final budget vote in 
France has not been met. Total expenditures are still 
estimated at 3,600 billion francs, of which 1,400 billion 
is for military purposes. Present taxes would provide 
2,684 billion francs, which is 180 billion francs short of 
the goal set by the Government in December in order to 
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avoid direct inflationary financing, and Parliament, so 
far, has not voted the 180 billion francs. Several taxa- 
tion projects have recently been presented, the latest 
being for a 15 per cent increase in all taxes, the rejec- 
tion of which caused the fall of the Faure cabinet. 

It has been reported in the press that, because of the 
depletion of Treasury reserves, the Government has re- 
quested an exceptional loan of 20 billion francs from 
the Bank of France. The Bank has agreed, subject to 
parliamentary approval, but the advance has to be repaid 
by March 20. The granting of the provisional loan was 
accompanied by the following statement by the Bank of 
France: “It is the profound belief of the Bank’s Board 
of Directors that the State as well as private individuals 
are living beyond their means: the public authority by 
assuming obligations which it cannot cover by taxes and 
loans, manufacturers and merchants by trying to borrow 
from banks more than their credit position reasonably 
allows, farmers by trying to profit from protective 
schemes which result only in a rise in prices, wage 
earners by making such high demands that the benefits 
are soon wiped out. All are in various ways responsible for 
the deterioration of the currency which the Bank of 
France is forced to issue in ever growing amounts as its 
value declines.” 


Source: Agence Economique et Financiére, Paris, France, 


March 1, 1952; The Wall Street Journal, New 
York, N. Y., March 1 and 3, 1952. 


Slump in Belgian Textile Industry 

Cotton weaving mills in Belgium will close for the 
first week of March because of lack of new orders. The 
large orders for calico placed in Belgium by the British 
Ministry of Supply are nearing completion, and orders 
from France, amounting to about Bfr 80 million per 
month, have been lost because of the recent import 
restrictions imposed by that country. 

For similar reasons, cotton spinning mills have been 
obliged to close two days each week. Spinning orders 
placed last fall by British companies involving deliveries 
of about 250,000 tons of yarn per month have not been 
renewed; and orders from France have fallen off follow- 
ing the import restrictions. Moreover, Belgium is trying 
to curb exports to EPU of goods, such as cotton goods, 
with a high dollar content. 

The slump in Belgium’s cotton industry started last 
summer, when the demand for the industry’s products 
dropped considerably. Both merchants and consumers 
found themselves overstocked because of the “scare” buy- 
ing which followed the outbreak of the Korean War. 
The Netherlands imported only 6,200 tons of cotton piece 
goods from Belgium in 1951, compared with 12,700 
tons in 1950. 

The rayon industry has also been hit, and Fabelta, the 
leading manufacturer, has closed an important plant at 
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Obourg. The rayon industry has difficulties in meeting 
the competition of Dutch rayon products. 
The wool industry, which was obliged to lay off large 
numbers and close down some of its plants, is operating 
at half its normal capacity. 
Source: The Financial Times, London, England, Febru- 
ary 22, 1952. 


Housing Loans in the Netherlands 

The Bank for Netherlands Municipalities has announced 
the issue of national loans to raise funds for the con- 
struction of houses. Three types of bonds—all at a nom- 
inal value of 100 per cent—are offered to the public: 
(1) Savings bonds with a nominal value of 100 guilders 
(US$26.3) and 25 guilders (US$6.6). The interest on 
these bonds will be included in the redemption value, 
which increases from 125 per cent on October 1, 1958 
to 250 per cent of the nominal value on October 1, 1974. 
(2) Bonds with fixed interest of 4.25 per cent per annum 
on nominal values of 1,000 guilders (US$263) and 500 
guilders (US$132) redeemable at 100 per cent in 10 
years from 1968 to 1977. (3) Bonds with gradually in- 
creasing annual interest on nominal values of 1,000 and 
500 guilders and redeemable at 100 per cent in 1974, 
The interest on these bonds will be nil until October 1957, 
5 per cent between October 1957 and April 1969, and 
10 per cent between April 1969 and April 1974. 

The Minister of Reconstruction and Housing has ex- 
pressed the hope that the public will subscribe a total of 
50 million guilders ($13.2 million). This amount, along 
with loans of 150 million guilders ($39.5 million) that 
have been issued directly by the municipalities and of 
120 million guilders ($31.6 million) made available by 
institutional investors, would make it possible to carry 
out a building program of 50,000 new houses during 
1952. 

Source: De Maasbode, Rotterdam, Netherlands, February 
19, 1952. 
Liberalization of Danish Imports 

In addition to liberalizing 58 per cent of imports from 
the OEEC countries, based on 1948 imports, Denmark 
has liberalized certain other imports on condition that 
deposits of 150-180 per cent of the value of the goods 
are made in advance; this second liberalization, however, 
has not been approved by OEEC. In a memorandum to 
OEEC, the Danish Government states that in general it 
approves the largest possible liberalization, and that it is 
determined to continue the liberalization policy. In 
appraising the possibilities of further liberalization, the 
Danish Government will carefully study recent develop- 
ments in European foreign trade policy, such as increased 
tariffs, double pricing systems, and export policy affecting 
scarce raw materials, to determine if it would be desirable 
to change certain features of Danish foreign trade policy. 
Source: Bgrsen, Copenhagen, Denmark, February 12, 

1952. 
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Italy’s Foreign Trade 

Italy’s trade position deteriorated in 1951, with im- 
ports for the year increasing to $2,119 million, from 
$1,442 million in 1950, and exports increasing by a 
smaller amount, from $1,199 million in 1950 to $1,629 
million in 1951. The total trade deficit in 1951 was 
therefore $490 million, twice that of 1950. 

Nearly one half of the increase in the deficit was 
due to a heavier deficit with the United States and Can- 
ada; on the basis of data for the eleven months January- 
November, it is estimated that this deficit increased by 
about $108 million, to at least $380 million. In trade 
with other non-European countries, Italy’s deficit was 
more than $250 million in 1951, in contrast to a small 
surplus in 1950. The surplus in trade with European 
countries, however, appears to have increased by about 
$60 million, to some $200 million. 

The increase in the trade deficit with the dollar area 
was mainly the result of renewed imports of coal. How- 
ever, the “buy American” policy in the United States 
became stronger in 1951 and certain typical Italian 
exports, such as cheese, were seriously affected. 

In spite of the increased dollar deficit, there were no 
important changes in Italy’s gold and dollar reserves in 
1951, mainly because Italy could make use of some of 
the $100 million earned from EPU. Some decline in 
dollar reserves seems possible in the near future, how- 
ever, since EPU earnings have slowed down, and a 
relatively small amount of U. S. aid has been received 
so far ($122 million for fiscal 1951-52). 

The deterioration of Italy’s trade position with non- 
European, non-dollar countries is not a source of concern. 
A large proportion of imports from some of these coun- 
tries, especially Argentina, represented merely the utili- 
zation of some of Italy’s substantial credit balances 
accumulated since 1948. New projects are now under 
consideration for utilizing these peso balances. A part 
of these balances, probably amounting to some 200 mil- 
lion pesos, may be used to aid in financing the resettle- 
ment of Italian emigrants to Argentina. The Argentine 
Government would also finance part of the resettlement. 

The increase in the trade deficit with the outer sterling 
area was met by drawing on Italy’s substantial sterling 
balances and by the surplus with EPU. 

The 1951 expansion of the trade surplus with Europe 
presents a real problem. This surplus represents the 
bulk of Italy’s surplus with EPU ($210 million in 1951). 
Although the two figures are nearly identical, they are 
not entirely comparable. The EPU surplus covers only 
OEEC countries, and excludes such countries as Poland 
and the U.S.S.R., with which Italy’s volume of trans- 
actions is substantial and her trade balance slightly 
adverse. Italy’s 1951 trade surplus with the OEEC coun- 
tries alone was considerably above $200 million, prob- 
ably more than $220 million. In addition, an important 


surplus on non-trade account with these countries was 
recorded. On the other hand, there was the trade deficit 
with the outer sterling area, as noted above. These 
various, sometimes contrasting, developments account for 
Italy’s surplus with EPU. 

By the end of October 1951, this surplus had exceeded 
her EPU quota of 205 million units. Temporary arrange- 
ments were made with the EPU managing board to cope 
with the situation, and the virtually complete liberaliza- 
tion of imports to Italy from EPU countries was decreed 
(see this News Survey, Vol. IV, p. 175). A policy of 
complete import liberalization, rather than of export 
restriction, was advocated by the Italian Government 
as the only method by which a further accumulation of 
credits in inconvertible currencies could be checked 
while Italian industry was left with free access to the 
export market, a precious additional outlet for an econ- 
omy that still has a limited domestic market. 

The recent restrictions imposed by France and the 
United Kingdom on all imports (see this News Survey, 
Vol. IV, pp. 237, 245) are now impairing such a policy 
and may have important repercussions on the domestic 
situation. Some 70 per cent of Italy’s exports to France 
and some 50 per cent of exports to the United Kingdom 
are affected by the restrictions. 

No change in Italy’s trade policy is envisaged as yet, 
but it may come about as an inevitable consequence of 
recent developments. Italian industry now has fewer 
outlets abroad, while the domestic market is still open 
to virtually all imports from OEEC countries. A reduc- 
tion of liberalization and the reintroduction of high 
tarifis may therefore be considered in the near future. 
Sources: Instituto Centrale di Statistica, Bollettino Men- 

sile di Statistica, Rome, Italy, February 1952; 

Il Commercio 24 Ore, Milan, Italy, February 10, 

1952; The Financial Times, London, England, 

February 21, 1952; Agence Economique et Fi- 

nanciére, Paris, France, February 22, 1952. 
Greek Import Taxes 

Effective December 31, 1951, Greece has introduced 
a special tax on nonessential imports, which have accord- 
ingly been grouped into three categories subject to taxes 
of 25, 50, and 100 per cent of their c.i.f. value. The 
tax is collected by the Bank of Greece when it issues 
customs clearance documents. The value of consumers’ 
goods subject to the tax is estimated at some US$10 
million a year, or less than 5 per cent of total consumers’ 
goods imports. 


Source: To Vima, Athens, Greece, January 11, 1952. 


Germany’s Prewar Foreign Debts 

At the German Foreign Debt Conference which opened 
in London on February 28, the position of the German 
delegation is reported to be along the following lines: 
(1) For a number of years Germany’s transfer capacity 
for the repayment of prewar and postwar debts com- 
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bined will remain below $150 million a year. (Annual 
payments on postwar debts for economic assistance from 
the United States, the United Kingdom, and France, 
under the reduced offer recently made by the three 
Governments, should total about $73.6 million. See this 
News Survey, Vol. IV, p. 215.) This is said to be due 
in part to the high proportion of dollar debts, estimated 
at almost 40 per cent of all prewar debts. (2) The prin- 
cipal of the prewar debts should be reduced by 43 per 
cent in consequence of the postwar territorial changes. 
(3) Arrears of interest should be reduced, and interest 
accrued during the war should be cancelled. (4) During 
a transition period of four to five years, the transfer of 
interest should increase annually, to a rate of 4 per cent 
at the end of the period, varying, however, according to 
the different categories of debt. Interest not transferred 
during the transition period would be added to principal. 
(5) Amortization should begin at the end of the transi- 
tion period, with a redemption period of 15 to 25 years, 
according to the different categories of debt. (6) The 
current dollar rate should take the place of the gold clause. 
(7) Reichsmark and gold mark debts should be converted 
at the rate of 10 to 1, as in the German currency reform 
of 1948. 

At the proposed conversion rate Germany’s total pre- 
war debts, including arrears of interest, are estimated 
at about DM 10.9 billion, as of September 1950. The 
proposals under points (2), (3), and (6) would reduce 
this amount to an estimated DM 4 billion. 

Source: The Financial Times, London, England, Febru- 
ary 13, 1952. 


Middle East 
Cotton in Egypt 

On February 18, the Government of Egypt cancelled 
the minimum prices imposed on January 16, and allowed 
3 per cent fluctuations daily in cotton futures exchange 
operations. At the same. time, it permitted operations 
on long staple cotton futures for delivery in May and 
July and on medium staple for delivery in June and 
August. 

Egypt’s cotton prices had remained unchanged for 
several weeks at the minimum prices fixed on January 
16. The futures market was at a complete standstill, while 
in operations outside the market prices were quoted far 
below the minima. The Under-Secretary for Finance for 
Cotton Affairs stated that cotton exports this season have 
fallen about 40 per cent below those of the previous year, 
because of the artificial price level maintained by fixed 
minimum prices, and that the new measures were aimed 
at encouraging exports and allowing cotton growers to 
derive a profit from their crop. The problem is to bring 
Egyptian cotton prices, primarily for medium staples 
which have competition, down to world price levels. 


One reason for the high cost of living has been the 


artificial prices for cotton, which have resulted in exces- 
sive domestic money income and at the same time have 
caused difficulties in moving cotton. The previous policy 
also had threatened to undermine the customary markets 
for Egyptian medium staple cotton, which are being 
slowly taken over by competitors. 

The barter deal between Egypt and Russia signed on 
February 23 (see below) has eased, to a certain extent, 
the problem of oversupply of medium staple Egyptian 
cotton. 

Sources: Al Ahram, Cairo, Egypt, February 19, 1952; 
The Journal of Commerce, New York, N. Y., 
February 19, 1952. 


Egypt’s Barter Agreements 

Under a barter agreement signed by Egypt and Czecho- 
slovakia on February 19, Egypt will obtain 20,000 tons 
of sugar from Czechoslovakia at the price of LE64 per 
ton, and Czechoslovakia will secure, for the value of the 
sugar, cotton from Egypt. 

An agreement signed by Egypt and the U.S.S.R. on 
February 23 provides for Egypt receiving 200,000 tons 
of wheat in return for 500,000 kantars (1 kantar —= 99.05 
pounds) of medium staple Egyptian cotton. The price of 
cotton will be 88 tallaris per kantar (1 tallari—US$0.57), 
and the wheat will be valued at LE48 per ton 
(LE1 — US$2.87) , Alexandria delivery. The first delivery 
will be made in the first week of March, and the entire 
shipment will be completed within four months. Russian 
ships will bring the wheat to Alexandria and take back 
Egyptian cotton. This agreement will help Egypt to 
dispose of some of the oversupply of medium staple cotton 
and to obtain needed grains. 

Negotiations are under way for a barter deal with the 
United States, according to which 200,000 tons of 
American wheat will be exchanged for Egyptian cotton. 
Sources: Al Ahram, Cairo, Egypt, February 17, 20, 24, 

and 25, 1952; The Financial Times, London, 
England, February 25, 1952; The Journal of 
Commerce, New York, N. Y., February 25, 1952. 


Gold Cover in Lebanon 


The latest balance sheet of the Issue Department of 
the Banque de Syrie et du Liban indicates that the value 
of gold in the Lebanese note cover was LL 96.3 million 
(LL 1 = US$0.456) on February 15, an increase of 
LL 3.4 million over December 31. The additional 
amount is reported to have been acquired at the Federal 
Reserve Bank of New York. The proportion of gold in 
the note cover is at present 45.6 per cent; there is also 
about LL 9.8 million in foreign exchange (mainly French 
francs), thus bringing the proportion of gold and foreign 
exchange in the currency backing to slightly over 50 per 
cent. 

Source: Le Commerce du Levant, Beirut, Lebanon, Feb- 
ruary 20, 1952. 
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Exchange Control in Lebanon 

The Government of Lebanon, by a decree dated Janu- 
ary 26, 1952, has lifted the requirement to surrender at 
the official rate 10 per cent of foreign exchange receipts 
from all invisibles. This requirement was originally 
imposed in November 1948 when Lebanon officially 
recognized the free market. However, concessionnaire 
companies (mainly oil) are still required to purchase 
80 per cent of their local currency needs at the official 
rate. 
Source: Le Commerce du Levant, Beirut, Lebanon, Janu- 

ary 30, 1952. 


Exchange Rates in Iran 

The fluctuating certificate rate for the Iranian rial, 
which is determined in the free market and was intro- 
duced as of December 27, 1951, was stable during the 
first three weeks of February. As of February 21, 1952 
the buying and selling rates had not changed from the 
respective rates of 67.25 and 67.75 rials per U. S. dollar 
quoted on January 31. 
Source: Eztéla’at, Teheran, Iran, February 21, 1952. 


Devaluation of Afghan Currency 

The National Bank of Afghanistan has announced new 
exchange rates for the afghani in terms of Pakistan 
rupees, Indian rupees, U. S. dollars, and sterling: PRs 100 
will be equal to 635.90 afghanis, against 500 afghanis 
quoted previously; £1 will be equal to 80 afghanis; and 
US$100 will be equal to 2,100 afghanis. 

The Afghan Government had been making efforts to 
check the economic crisis arising out of the continuous 
fall in the purchasing power of the currency. Prices of 
consumers’ goods, particularly wheat, sugar, and cloth- 
ing, have been rising rapidly. The devaluation of the 
currency is intended to benefit members of the diplomatic 
corps and to attract foreign currency. 

Source: Dawn, Karachi, Pakistan, January 10, 1952. 


Pakistan Foreign Exchange Regulations 

Pakistan residents have been forbidden to hold foreign 
exchange in cash or in a bank outside Pakistan. Except 
for Indian and Afghan currencies, all exchange so held 
has to be surrendered to the Government within one 
month. Hitherto, there has not been any restriction on 
the holding of foreign exchange, other than U. S. dollars 
and Philippine pesos; only foreign exchange earned 
through exporting had to be surrendered. The holding 
of foreign exchange earned by any other means, such as 
commissions, brokerage, etc., was permissible. It has 
been customary for Pakistan nationals to hold such ex- 
change in banks abroad, but lately it has been evident 
that many were selling their foreign balances in “free 
markets” at home and abroad. The failure to surrender 
the exchange commission was resulting in the loss of 
income taxes to the Exchequer, since these earnings are 
not shown in their holders’ records. 


After making the recent announcement, a government 
spokesman denied that it was a prelude to a devaluation 
of the Pakistan currency. He described the current 
dollar deficit as normal, and the sterling deficit as 
seasonal; moreover, the sterling deficit is less than one 
per cent of Pakistan’s total value of trade. The shipping 
of most Pakistan export products begins late in the fiscal 
year which ends in March. 


Source: Dawn, Karachi, Pakistan, February 24, 1952. 


Far East 

Indian Jute Duty 

The Indian Government announced on February 18 a 
50 per cent cut in the export duty on hessian (a jute 
cloth), from Rs 1,500 to Rs 750 per ton. This step is the 
result of increased production since December 1951 and 
of the trend of world prices for raw jute and jute prod- 
ucts, and is intended “to enable the industry to improve 
its competitive position in world markets.” Slackening 
in world demand for jute has been evident for some time 
and, while the level of exports to soft currency areas has 
been maintained, the U. S. market has been chafing at the 


high export duty and has been turning to substitutes, so | 


that India’s jute exports to the dollar area have declined. 
On the other hand, the price of raw jute has fallen as 
a result of increased domestic production and the steady 
flow of supplies from Pakistan following the India- 
Pakistan trade agreement; also production of jute prod- 
ucts has been increased by a lengthening of the working 
week as of December 1951. 

Sources: The Times of India, Bombay, India, February 

19 and 20, 1952. 


Ceylon’s Tourist Payments and Capital Outflow 

Ceylon’s tourist expenditures in the first half of 1951 
amounted to Rs 24 million. Approximately half, Rs 11.4 
million, was spent in India and Pakistan; expenditures in 
the United Kingdom were Rs 8.8 million and in the 
United States Rs 600,000. Ceylon’s receipts from foreign 
visitors amounted to Rs 2.5 million, with Rs 1.4 million 
coming from U.K. tourists. 

Repatriation of foreign private capital amounted to 
Rs 38.6 million in the first six months of 1951; of this 
total, Rs 33.9 million was withdrawn by the United King- 
dom, mostly from local plantations. New foreign private 
investments in the same period were Rs 14.6 million. 
Source: Ceylon News, Colombo, Ceylon, January 24, 

1952. 


Taiwan’s Sugar Exports 

A contract calling for the delivery of 150,000 metric 
tons of granulated sugar by Taiwan to the United King- 
dom has been concluded between the Taiwan Sugar 
Corporation and the British Ministry of Food. Ship- 
ments will start in March. The Taiwan Sugar Corpora- 
tion has also contracted, out of the 1952 production of its 
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processing mills, to send 170,000 metric tons to Japan, 
13,000 tons to Burma, 10,000 tons to India, and addi- 
tional tonnage to Thailand, Malaya, and the Ryukyus. 
The Taiwan Sugar Corporation, in a review covering 
the period from the last quarter of 1945 to the end of 
1951, reported that in the six years a total of 1.24 million 
metric tons of sugar had been exported, and that domestic 
consumption, including shipments to the mainland of 
China up to 1949 and local sales on the island, had 
amounted to 670,000 metric tons. One half of the ex- 
ports went to Japan. The other important purchasers, 
in order of importance, were Egypt, Malaya, Hong Kong, 
and Greece. 
Source: Chinese News Service, Press Release, New York, 
N. Y., February 26, 1952. 


Japan to Cut Cotton Textile Output 

The Japanese Ministry of International Trade and 
Industry has recommended to Japanese cotton spinners 
that cotton yarn output for March, April, and May be 
held down to about 60 per cent of installed capacity. 
It is estimated that this would mean a reduction of 
monthly production to 150,000 bales. The recommenda- 
tion said that the Ministry would control the future allo- 
cation of dollars for cotton imports in such a way as to 
assure the proposed cut in production. 
Source: The Journal of Commerce, New York, N. Y., 

February 27, 1952. 


United States and Canada 
U.S. Economy in 1951 

Expansion was the keynote of the U. S. economy in 
1951, according to the U. S. Department of Commerce. 
The volume of goods and services rose 8 per cent to a 
record level and, although an increasing share was for 
military use, goods for private use were as plentiful as 
in 1950. As the year progressed, total production in- 
creased, but at a slower rate than in 1950 when more 
unemployed resources were available. Substantial prog- 
ress was made in building military and economic strength; 
defense expenditures plus private outlays on plant and 
equipment rose from $47 billion in 1950 to an annual 
rate of $80 billion at the end of 1951. Under produc- 
tion, price, and credit controls, the output of many civilian 
goods declined sharply; total output of major consumer 
durable goods was 20 per cent less than in 1950, and 
residential construction was down by a slightly larger 
percentage. 

Despite the decrease in production for consumers, 
goods were available in quantities sufficient to meet all 
civilian demands. Responsible for this were large inven- 
tories and an increase in consumer savings. Inventory 
accumulation increased from $4.5 billion in 1950 to 
$9.5 billion in 1951, although the rate of accumulation 
declined rapidly in the second half of the year. As 
shortages failed to develop, consumers reduced their 





buying from the exceptionally large volume of July- 
August 1950 and January-February 1951. With the 
decline in spending, the ratio of personal saving to dis- 
posable income rose from 4 per cent in the first quarter 
of 1951 to about 9 per cent in the last three quarters. 
These developments signified a lessening of inflationary 
pressures, and wholesale prices were relatively stable in 
the last six months of the year. Wage rates, however, 
continued to rise. 

At the beginning of 1952, it was apparent that economic 
trends would continue to be dominated by military re- 
quirements and consumer behavior. Approximaiely $73 
billion of authorized but unspent federal funds are avail- 
able for defense work in process and for future contracts. 
In view of the erratic shifts since the Korean outbreak, 
consumer behavior is not determinable, but with rising 
incomes and larger accumulation of savings, demand 
from this sector may increase. 

Source: Department of Commerce, Survey of Current 
Business (Annual Review Number), Washing- 
ton, D .C., February 1952. 


Canadian Livestock and Meat Restrictions 
As a result of an outbreak of foot and mouth disease 
among cattle in the Regina area, imports of livestock 
and meat into the United States from Canada have been 
prohibited. The outbreak of the disease also led to pro- 
hibitions by the provinces on livestock and meat ship- 
ments within Canada. Since it was feared that this action 
would cause heavy importation from abroad into British 
Columbia and Quebec in place of supplies hitherto drawn 
from other provinces, the Federal Government has pro- 
hibited imports of livestock and meat from all countries 
except under license. 
Sources: The Globe and Mail, Toronto, Canada, Febru- 
ary 26, 1952; The Journal of Commerce, New 
York, N. Y., March 4, 1952. 


Latin America 


Exchange Reserves of Bank of Guatemala 

The net international reserves of the Bank of Guate- 
mala rose by US$2.4 million during 1951. Exchange 
receipts rose from US$83.8 million to US$94.7 million, 
and exchange sales increased from US$83.4 million to 
US$92.3 million. Exports accounted for 75 per cent and 
capital imports for 10 per cent of exchange receipts, 
while imports and capital outflows accounted for 65 per 
cent and 10 per cent, respectively, of exchange sales. 
Source: Carta Mensual del Banco de Guatemala, Guate- 

mala City, Guatemala, January 1952. 


Venezuelan Exchange Reserves 

Net foreign exchange reserves of the Central Bank of 
Venezuela increased from 1,095 million bolivares (about 
US$326 million) in 1950 to 1,110 million in 1951. 
Official purchases of exchange in 1951 amounted to the 
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equivalent of US$620.2 million and sales to $615.4 mil- 

lion, resulting in net official purchases of $4.8 million. 

In 1950 purchases totaled $534.7 million and sales 

$616.6 million, so that there was a net loss of $81.9 

million. 

Source: Central Bank of Venezuela, Boletin Interno, 
Caracas, Venezuela, January 1952. 


Elimination of Ecuador’s Compensation System 

Effective February 28, Ecuador abolished its system 
of compensation which has applied to a small group of 
minor exports and luxury imports. The former mixing 
between the official and compensation rates which pro- 
duced 4 additional export rates has been eliminated, and 
all the proceeds from the commodities involved will 
henceforth enter the free market and be subject to the 
rate in that market. The free market has hitherto been 
legally restricted to invisibles and luxury imports. For 
the former compensation imports, the shift implies a 
slight appreciation of the rate from the compensation 
rate of 17.80 to 17.30, the present level of the floor to 
the free market rate established by the Central Bank. 
Source: El Comercio, Quito, Ecuador, February 29, 1952. 


Revision of Paraguayan Bank Credit Policy 

The Monetary Board of the Bank of Paraguay revised 
in January its bank credit regulations. These regulations, 
originally introduced in December 1950 in order to 
combat inflation (see this News Survey, Vol. III, p. 269), 
had been modified slightly on May 4, 1951. Under the 
latest revision, agricultural credit is to be expanded 
above present levels; the prohibition against granting 
bank credit to finance real estate purchases has been 
lifted in special cases, e.g., cattle-raising when the 
rancher does not own the land, and the development 
of dairy establishments; bank credit to finance imports, 
which had not been permitted previously, may now be 
granted for the importation of essentials and raw mate- 
rials; the quantitative restriction originally imposed on 
credit for the construction of new houses has been re- 
moved; and for certain types of commercial credit, no 
ceiling is contemplated. The new regulations are in- 
tended to remain effective during the current year and 
the Superintendency of Banks has been designated to 
supervise their enforcement. 
Source: El Pais, Asuncion, Paraguay, February 3, 1952. 


Other Countries 
Australian Trade Deficit 


The Australian trade deficit in January rose to £A53.4 
million, the second highest monthly deficit ever recorded, 
bringing the cumulative deficit for the first seven months 
(July to January) of the financial year to £A268.5 mil- 
lion. This trade deficit seems to have been the principal 
factor in the decline in Australia’s overseas reserves which 
now appear to be about £A514 million, compared with 
£A843 million on July 1, 1951. 


Source: The Sydney Morning Herald, Sydney, Australia, 
February 29, 1952. 


South African Textile Imports 


South Africa’s Minister of Economic Affairs has an- 
nounced that, with immediate effect, import permits will 
no longer be freely issued for imports of textile piece 
goods from hard currency countries, although they will 
be issued to importers who can prove that they had 
placed confirmed orders with hard currency countries 
before January 30, 1952. All such permits, however, 
as well as those issued previously for 1952 deliveries, 
will be debited to any future quotas made available to 
the importers concerned. In February 1951 it had been 
announced that, while permits would be required for the 
importation of these goods, they would be freely granted 
below certain ceiling prices provided that the importer 
had placed a firm order. This facility applied to imports 
from both hard and soft currency countries. 

As a result of the high level of stocks at present held 
by trade and industry and by speculators, the public is 
able to buy textiles at very favorable prices. The Min- 
ister said that it will not be necessary to apply the re- 
striction to textile piece goods coming from soft currency 
countries since that would merely enable importers to 
raise prices and would protect the speculators who 
plunged into the textile market in 1951. These speculators 
will thus be obliged to unload their heavy stocks at re- 
duced prices in order to meet their liabilities. 

Source: Cape Times, Cape Town, Union of South Africa, 
January 31, 1952. 

aaa enamel REETE 

Corrigenda 

Volume IV, No. 32, February 22, 1952, p. 253, item 
“Brazilian Purchase from the Fund”: The price for 
wheat set in accordance with the International Wheat 
Agreement is $1.80 per bushel for No. 1 Manitoba 
Northern wheat in store Fort William/Port Arthur. 

Volume IV, No. 33, February 29, 1952, p. 268, item 
“South African Trade and Premium Gold Sales”: Lines 
5 and 6 should read “Wool exports rose from £62.3 mil- 
lion to £74.7 million, and the value ... .” 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

The Office of Public Relations 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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